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> 
Mr. Jounson of Colorado, from the Committee on Interstéte 


Foreign Commerce, submitted the following = 


REPORT 
[To accompany 8. 2213] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2213) to amend the Civil Aeronautics Act of 
1938, as amended, so as to authorize the imposition of civil penalties 
in certain cases, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as amended, do pass. 

The amendment approved by the committee is as follows: 

Page 2, line 22 thereof, after the words “Civil Aeronautics Board” 
insert ‘‘or the Secretary of Commerce’’, 


PURPOSE OF THE BILL 


Under existing law violations. of title IV of the Civil Aeronautics 
Act or of the Board’s economic orders and regulations issued thereunder 
and under section 1002 (i) of the act, are subject to criminal prosecu- 
tion under section 902 (a) of the act, but are not subject to civil penal- 
ties. 

The purpose of the proposed legislation is to provide a statutory 
tool for more effective enforcement of these provisions through addi- 
tion of the remedy of a civil penalty. 


PROVISIONS 


The bill will amend sections 901 (a) and 902 (a) of the Civil Aero- 
nautics Act. Section 901 (a), as amended, will extend the Board’s 
jurisdiction to impose civil penalties to include any person who violates 
any provision of title IV of the act, or any order, rule, or regulation 
issued under any such provision, or under section 1002 (i), or any 
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term, condition, or limitation of any permit or certificate issued under 
title IV, thus making any such violation subject to a civil penalty 
of not to exceed $1,000 for each violation. The bill would also amend 
this section to empower the Board to compromise such penalties. 
The bill would amend section 902 (a) of the act to make appropriate 
allowance, in its cross reference to other portions of the act, for the 
change made in section 901 (a), thus continuing knowing or willful 
violations of title [V as criminal offenses. 

The amendment to the bill likewise is so drafted as clearly not to 
change the existing criminal penalty provisions of section 902 (a) with 
respect to regulations promulgated by the Administrator of Civil 
Aeronautics under section 1101 of the act. This is accomplished by 
specifically including knowing or willful violations of orders, rules, or 
regulations issued by the Administrator of Civil Aeronautics among 
those offenses subject to criminal penalties. 


JUSTIFICATION 


The necessity for the proposed legislation is occasioned by the pres- 
ent unavailability to the Civil Aeronautics Board of suitably flexible 
sanctions for the most effective enforcement of the economic regulatory 
provisions of the Civil Aeronautics Act. Existing provisions of that 
act authorize the imposition of civil penalties up to $1,000 for each 
offense upon persons violating air safety requirements. Provision is 
made for imposition and collection of such penalties by civil action 
brought in the appropriate United States district court. At the same 
time, the Administrator of Civil Aeronautics has authority to com- 
promise such penalties in all safety cases, other than those concerning 
notification and reporting of aircraft accidents and the preservation 
and protection of aircraft wreckage, in which the Board has the 
authority to compromise. 

The purpose of the bill is to provide similar civil penalty sanctions 
for all violations of economic regulatory requirements, including those 
committed on all different classes of air carriers, certificated as well 
as noncertificated. 

Examples of economic violations presented to the committee, 
against which the civil penalty sanction could be used, are failure to 
file reports, failure to keep records and accounts as prescribed, filing 
false reports or falsifying records or accounts, operating in air trans- 
portation in violation of authority or without any authority, failure 
to file and observe tariffs, violation of the labor provisions of the act, 
failure to file agreements, establishing interlocking and control 
relationships without prior Board approval, and failure to comply 
with Board economic orders and regulations. 

As matters now stand, the Board has only two courses of action 
open to it when formal enforcement action becomes necessary to deal 
with economic violations: 

1. It can commence a formal administrative proceeding for issuance 
of a cease-and-desist order, or revocation or suspension of operating 
authority, or ; 

2. It can request the appropriate United States attorney to institute 
either a civil action for an injunction or a criminal action. The 
committee was advised that although these remedies are most useful, 
and in fact indispensable, to the Board in discharging its enforcement 
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responsibilities, certain practical limitations and difficulties have been 
encountered in their use. Your committee is convinced that the 
efficiency and effectiveness of the Board’s enforcement efforts would 
be substantially increased by availability of civil penalties to supple- 
ment existing remedies and to overcome the limitations and difficulties 
mentioned. 

From a practical standpoint, suspension and revocation proceedings 
can only be used as a last resort in cases of knowing or willful viola- 
tions; and the criminal actions are not appropriate except in the most 
flagrant and serious cases involving knowing or willful violations with 
the necessary degree of criminal responsibility. The only other exist- 
ing remedies for economic violations are cease and desist orders and 
injunctions, both of which operate only against future conduct. 
Thus, an offender is in a position at this time, by exercising a little 
caution, to engage in illegal practices until an enforcement action is 
commenced and may even continue such conduct during its pendency. 
This permits him to reap economic rewards from unlawful conduct 
over considerable periods of time without undue danger of incurring 
monetary penalties. Availability of civil penalties would tend to take 
the profits out of economic violations and in this way provide a strong 
deterrent to unlawful conduct. Experience has shown that swift 
and ‘sure punishment is frequently more effective than heavier punish- 
ment unduly delayed. The civil penalty remedy would permit the 
Board to act swiftly in dealing with most offenders. 

Reports submitted to your committee showed that many cases 
now requiring formal proceedings for cease and desist orders or court 
actions for injunctions would lend themselves readily to use of civil 
penalties, thus saving the Government considerable time, effort, and 
expense in obtaining substantial compliance with the lawful require- 
ments. Use of civil penalties would not, of course, eliminate entirely 
the necessity of bringing court actions, and in those cases the same 
advantage would not accrue. However, availability of this form of 
remedy would tend to reduce the time required by the Board and the 
courts for economic enforcement activities; and the imposition of a 
civil penalty would, in most cases, have just as salutary an effect as 
criminal penalties without subjecting the offender to the serious stigma 
attached to criminal action. Suspension or revocation of certificates 
and other economic operating authority are drastic remedies which 
have the effect of putting a carrier out of business either temporarily or 
permanently. The Board is understandably reluctant to impose 
them unless it appears that no action short thereof would result in 
termination of the violations. Furthermore, a remedy which suspends 
or terminates an air service, no matter how fully warranted when look- 
ing only at the violator’s interests, may have a seriously detrimental 
effect upon the public interest in the service. Under section 9 (b) of 
the Administrative Procedure Act, it is not lawful for the Board to 
suspend or revoke economic operating authority, except in specified 
cases, without first giving the offender a reasonable chance to achieve 
compliance. Accordingly, an offender when caught ordinarily must 
be given another chance and be caught a second time before suspension 
or revocation action may be taken. This necessarily means extended 
delays. 

It is believed that the Board needs a less drastic remedy better 
adapted to its enforcement needs. The power to impose civil penal- 
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ties up to $1,000 for each offense would fulfill such need and provide a 
remedy having the flexibility necessary to permit the Board to adjust 
the sanction to the severity of the offense. The Board has expressed 
the hope that the remedy of civil penalties would make more drastic 
enforcement action even less frequently necessary than is now the 
case. Another advantage of civil penalties is their effectiveness in 
discouraging violations which are individually so minor in nature as 
not to justify the time and effort involved in & formal proceeding or 
court action, but which can cumulatively have the effect of seriously 
impairing the Board’s regulatory activities and thus work considerable 
harm to the aviation industry. 

The contemplated procedure for fixing the amount of the civil 
penalty and collecting it would ordinarily be rather simple. It is 
expected that the Board would follow substantially the same procedure 
as that now followed by the Administrator of Civil Aeronautics and 
the Board, within their respective areas of responsibility, in cases 
involving safety violations. A person charged with violations would 
be advised in writing of the alleged violations, the applicable pro- 
visions of the act and the maximum civil penalty prescribed. The 
Board would, in appropriate cases, merely reprimand the violator 
and warn him against future violations. In other cases, the violator 
would be advised of the amount which the Board would agree to aécept 
as a compromise settlement, it being made clear that the violator is 
free to decline to make any offer of settlement. An offer of settlement 
by the violator in such an amount, accompanied by a certified check 
or money order payable to the Treasurer of the United States, would 
be accepted by the Board in full sattlement. If no offer were made 
the Board would, where the facts warranted such action, refer the 
matter to the appropriate United States attorney with a request to 
institute, a civil action in the United States district court to collect 
a penalty. That court would then determine whether the violation 
in fact occurred and the amount of civil penalty, if any, to be assessed. 
It is expected, however, that the procedure for compromise settlement 
would make it possible for the Board and the offender to reach an 
appropriate settlement by agreement and thus avoid court action in 
the great majority of cases. The committee was advised that the 
best estimates available indicate that fewer than 5 percent of the 
Administrator’s civil penalty cases have to be referred to the courts. 

The usefulness of the foregoing procedure as an enforcement measure 
can perhaps be best demonstrated by citing a few examples of the 
types of situations in which the Board indicates that it expects to use 
the power. Apparently one of the most troublesome problems faced 
by the Board is the chronic failure of some carriers, without good 
cause, to file required operational, statistical, and special reports. 
Without the information provided by such reports, the Board is 
hamstrung in the performance of its over-all economic regulatory 
duties. Yet existing forms of remedies are wholly unsatisfactory, the 
delay and work involved being almost prohibitive. Furthermore, by 
the simple device of filing the delinquent reports at the eleventh hour, 
the carrier can deprive existing forms of enforcement action of their 
purpose, and in effect avoid punishment for the delinquency. Thus, 
the Board has no effective means of discouraging repetition of the 
delinquency. In cases of this type even a small monetary penalty 
would probably induce the carrier to avoid a repetition of the offense. 
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These same considerations would apply to cases involving failure to 
file certain agreements and contracts between the carriers and other 
specified persons affecting air transportation and those involving 
failure to keep records and accounts in conformity with the Board’s 
Uniform System of Accounts. 

There_are numerous cases involving failure to adhere to tariff rates, 
fares and charges, in which formal administrative proceedings or court 
actions would be justified but are not a practical form of remedy. In 
these cases a civil penalty would be very appropriate, as well as more 
effective than any of the presently available forms of remedy. 

Another troublesome type of situation is where carriers and other 
persons enter into interlocking relationships without having first 
obtained Board approval as required by the act. Existing remedies 
are of such a nature that their imposition can sometimes prejudice 
the Board’s disposition of the merits of the application if it is ultimately 
filed. Thus, the Board may be presented with an application which 
it would normally approve, but the circumstances of filing may involve 
such a flagrant disregard of the act that approval would tend to 
break down the effectiveness of the Board’s discharge of its respon- 
sibility for considering such matters prior to formation of the rela- 
tionship. Availability of civil penalties in such cases would both 
help the Board protect its jurisdiction and leave it free to pass upon 
the merits. 

A somewhat comparable situation sometimes arises where an appli- 
cant for authority to engage in air transportation is found to be 
already operating without any authority. Obviously revocation or 
suspension proceedings would not be suitable since there is no existing 
authority subject to such action. A cease and desist order or an 
injunction, being prospective in effect and not issuable without com- 
pletion of extensive administrative proceedings, would not promptly 
get at the existing violation. Criminal action would present diffi- 
culties in view of the known reluctance of United States attorneys 
to undertake prosecution in cases of ordinary economic violations not 
involving fraud or moral turpitude. The practical alternatives open 
to the Board are either to deny the application, even though it should 
perhaps be granted on the merits, or to grant the application and 
thereby condone prior unlawful operations of the applicant from 
which he has benefited at the expense of duly authorized competitors. 
A civil penalty would be a highly appropriate remedy in such a case 
and would not necessitate denial of a meritorious application. 

In view of all the foregoing considerations, it is believed that a 
power in the Civil Aeronautics Board to seek civil penalties and 
compromise them in the economic field would be of subsiantial aid 
in its economic enforcement activities. 


PRECEDENTS FOR LEGISLATION 


The proposed legislation is neither unusual nor without precedent. 
The usefulness of civil penalties as a remedy has been widely recog- 
nized in other fields of regulatory activity. In fact, examination of 
the statutory authority of other Federal agencies with comparable 
regulatory and enforcement responsibilities shows that the Board is 
almost alone in lacking power to impose civil penalties for economic 
violations. 
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Reference has already been made to the existence of such procedure 
in the air safety field. It is understood that the Administrator of 
Civil Aeronautics has had little or no difficulty in utilizing his existing 
powers with respect to safety enforcement, and that he has found 
the civil penalty remedy an extremely practical and useful device 
in performing his enforcement responsibilities. 

The Interstate Commerce Commission may demand and collect 
civil penalties under part I of the Interstate Commerce Act (49 
U. S. C. 1-27) from railroads variously up to $5,000 fixed penalty 
and up to $100 per day for such violations as failure to obey orders 
and certain regulations relating to rates, preferences, interchanges of 
traffic, terminal facilities, adequacy of service, routes, keeping accounts 
and records, permitting inspection of accounts, lands, buildings and 
equipment, filing reports, etc. Civil penalties also are prescribed in 
part IT (49 U.S. C. 301-327) relating to motor carriers and in part [V 
(49 U.S. C. 1001-1022) relating to freight forwarders. 

The Federal Power Act of 1935 (16 U.S. C. 825 (n)) provides for a 
civil penalty in the form of a forfeiture up to $1,000 in cases of failura 
to comply with an order of the Federal Power Commission, file reports, 
submit information or documents in investigations, or obey a subpena 
issued by the Commission. 

The Communications Act of 1934 (47 U.S. C. 202 et seq.) authorizes 
the Federal Communications Commission to collect civil penalties in 
the form of forfeitures ranging variously up to $1,000 for one offense 
and up to $500 for each day of violation, for such violations as failure 
to obey orders fixing rates and charges, failure to keep accounts, 
records and memoranda as prescribed, failure to file reports, failure 
to file schedules of charges, making overcharges, granting rebates, etc. 

Civil penalties are available to the Securities and Exchange Com- 
mission up to $100 per day under the Securities Exchange Act (15 
U. S. C. 78 ff (b)) for failure to file information reports and other 
documents. 

The Federal Trade Commission Act of 1914 (15 U. S. C. 45 (b)) 
provides a civil penalty of $5,000 for failure to obey cease and desist 
orders of the Commission which have become final. 

Under the Shipping Act of 1916 (49 U.S. C. 814 and 820) the Mari- 
time Commission has available civil penalties of $100 per day for 
failure to make and file reports, accounts, records, rates and charges, 
and $1,000 per day for failure to file contracts between carriers for 
approval. 

POSITIONS OF INTERESTED PERSONS 


The proposed legislation was drafted and sponsored by the Civil 
Aeronautics Board. Letters from Donald W. Nvyrop, Chairman, 
Civil Aeronautics Board, to the Honorable Alben W. Barkley, Presi- 
dent of the Senate, dated September 26, 1951, and the subsequent letter 
to the Honorable Edwin C. Johnson, chairman, Senate Committee on 
Interstate and Foreign Commerce, dated May 13, 1952, are to be 
found herein. 

In response to the request of the committee for comments on the 
proposed legislation, reports endorsing S. 2213 have been received from 
the Comptroller General of the United States, the Postmaster General, 
the Attorney General, and the Secretary of Commerce. Copies of 
these reports are to be found herein. 
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It is believed that the proposed amendments will not require any 
change in the organization of the Civil Aeronautics Board or any in- 
crease in personnel or budget and that the proposed amendments 
should, if anything, ease the burden upon existing staff and facilities. 

Your committee believes it clear that enactment of this legislation 
will be in the public interest. 


EXPLANATION OF BILL 


The Civil Aeronautics Act as now written authorizes the imposition 

of a civil penalty not to exceed $1,000 for each violation of: 
. Any provision of title V (Nationality and Ownership of 
Aircraft). 
Any provision of title VI (Safety Regulation). 

3. Any provision of title VII (Air Safety Board, accident 
investigation and reporting, etc.). 

4. Any provision of subsection (a) (1) of section 11 of the Air 
Commerce Act of 1926 (Airspace Reservations). 

5. Any rule or regulation issued by the Postmaster General 
under the act. 

The act further provides that any such penalty may be compromised 
by the Authority or the Postmaster General, as the case may be. 
Before Reorganization Plans 3 and 4 became effective, the then 
Authority had the right to compromise civil penalties for all the 
violations listed except violations of regulations issued by the Post- 
master General. After the promulgation of Reorganization Plans 
3 and 4, the Attorney General ruled that the compromise of civil 
penalties for violations of titlesVand VI became a function of the 
Administrator of Civil Aeronautics, and that the compromise of civil 
penalties for violations of title VII became a function of the Civil 
Aeronautics Board. Nothing was said about violations of subsection 
(a) (1) of section 11 of the Air Commerce Act; but they are deemed 
to be in the same category as the Civil Air Regulations issued pursuant 
to title VI. By Reorganization Plan No. 5 of 1950, the functions 
of the Administrator of Civil Aeronautics were transferred to the 
Secretary of Commerce. 

The proposed amendment preserves the existing division of author- 
ity, granting to the Secretary of Commerce power to make compro- 
mises involving violations of title V and VI aa violations of subsection 
(a) (1) of section 11 of the Air Commerce Act and to the Civil Aero- 
nautics Board power to make compromises involving violations of 
title VII. The power of the Postmaster General to compromise civil 
penalties for violation of rules and regulations cuaneathad by him 
under the act has likewise been retained in its present form. To 
this extent, the proposed amendment is declaratory of existing law. 

However, there has been added, and this is the principal purpose of 
the bill, language to make persons violating the provisions af title IV 
(Air Carrier Economic Regulation) of the act, and orders, rules, and 
regulations of the Civil Aeronautics Board issued thereunder, subject 
to civil penalties. Air carriers violating Civil Aeronautics Board 
orders issued under section 1002 (i) of the act will likewise be subject 
to a civil*penalty. The power t@ compromise such penalties is also 
included in the proposed bill. 
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The amendments to section 902 (a) are solely for the purpose of 
reserving the existing law. Under that section as it exists today, a 
Ereovelnie and willful violation of certain titles of the act, including 
title IV, and of orders, rules, regulations, certificates, and permits 
issued thereunder, are made misdemeanors, but only in those cases 
where no penalty is otherwise provided by the act. Since the pro- 
posed amendment of section 901 (a) brings into existence a penalty 
for violations of title [IV “otherwise provided by the act,’’ namely the 
civil penalty, the proposed amendment of section 902 is necessary in 
order to continue knowing and willful economic violations as criminal 
offenses. The addition of the phrase “by the Civil Aeronautics 
Board”’ is necessary both for clarity and to reflect applicable reor- 
ganization plans; and this addition in turn makes it necessary to add 
the words “‘or the Secretary of Conumerce”’ so that there will be no 
inadvertent change in existing authority of the Administrator of 
Civil Aeronautics with respect to criminal penalties for violations of 
regulations issued by him under section 1101 of the act. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Tue Civit AERONAUTICS AcT oF 1938 


* * * * 7 * * 
Titte ITX—PENALTIES 
CIVIL PENALTIES 
Safety, Economic, and Postal Offenses 


Sec. 901 (a) Any person who violates (1) any ae of titles V or VI [and 
Vit} of this Act, or any provision of subsection (a) (1) of section 11 of the Air 
Commerce Act of 1926, as amended, or (2) any saad atie of titles IV or VII of 
this Act, or any order, rule, or regulation issued under any such provision, or under 
section 1002 (2), or any term, condition or limitation of any permit or certificate 
wssued under title IV’, or (3) any rule or regulation issued by the Postmaster 
General under this Act, shall be subject to a civil penalty of not to exceed $1,000 
for each such violation. Any such penalty imposed under clause (1) may be com- 
promised by the Secretary of Commerce; any such penalty imposed under clause 
(2) may be compromised by the Civil Aeronautics Board, and any such penalty 
imposed under clause (3) may be compromised by the Postmaster General. [may 
be compromised by the Authority or the Postmaster General, as the case may be. J 
The amount of such penalty, when finally determined, or the amount agreed 
upon in compromise, may be deducted from any sums owing by the United States 
to the person charged. 

+. * * . * + * 


CRIMINAL PENALTIES 
General 


Sec. 902. (a) Any person who knowingly and willfully violates any provision 
of this Act (except titles V, VI, and VII), or any order, rule, or regulation issued 
by the Civil Aeronautics Board or the Secretary of Commerce under any such provi- 
sion or any term, condition, or limitation of any certificate or permit issued under 
title IV, for which no penalty is otherwise [herein] provided in this section, 
shall be deemed guilty of a misdemeanor and upon conviction thereof shall be 
subject for the first offense to a fine of not more than $500, and for any subsequent 
offense to a fine of not more than $2,000. If such violation is a continuing one, 
each day of such violation shall constitute a separate offense. 
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Civit AgrRonavutTics Boarp, 
Washington, September 26, 1951. 
Hon. ALBEN W. BaARKLEy, 
President of the Senate, 
United States Senate, Washington, D. C. 


Dear Mr. Presipent: The Civil Aeronautics Board recommends to the Con- 
gress for its consideration the attached draft, of a proposed bill, to amend the Civil 
Aeronautics Act of 1938, as amended, so as to authorize the imposition of civil 
penalties in certain cases. 

There is also attached a statement of purpose and need in support of the intro- 
duction and enactment of this proposal. 

We are advised by the Bureau of the Budget that there is no objection to the 
presentation of this proposal to the Congress. 

Sincerely vours, 
Donatp W. Nyrop, Chairman. 

Enclosures. 


STATEMENT OF PURPOSE AND NEED FOR PROPOSED LEGISLATION 


A BILL TO AMEND THE CIVIL AERONAUTICS ACT OF 1938, AS AMENDED, SO AS TO 
AUTHORIZE THE IMPOSITION OF CIVIL PENALTIES IN CERTAIN CASES 


The purpose of the proposed amendment is to provide a statutory tool for the 
more effective enforcement of the provisions of title IV of the Civil Aeronautics 
Act and of the Board’s economic orders and regulations issued thereunder and 
under section 1002 (i) of the act. At the present time violations of these provi- 
sions are subject to criminal prosecution under section 902 (a) of the act. This 
sanction is an effective deterrent in serious cases involving knowing and willful 
violations. With respect to many cases of minor infractions, violations of a less 
serious nature, and actions falling short of knowing and willful misconduct, the 
conventional criminal proceedings are either too drastic, too cumbersome, or 
altogether inappropriate. It is in acting upon these less serious but more numer- 
ous violations that the Board believes it could avail itself of the remedy of civil 
penalties in a constructive manner toward improving the enforcement program. 
The following will serve to illustrate some of the results which could be expected: 

1. The right to compromise civil penalties would afford a flexible remedy 
enabling the Board to adapt the severity of the sanction to the offense. 

2. Light civil penalties could be used effectively to discourage violetions which 
individually are so minor as not to justify the time and effort involved in a formal 
proceeding or court action, but which in their cumulative effect hamper the 
exercise of the Board’s regulatory functions. In the majority of cases, the de- 
fendant can be expected to pay the civil penalty or agree to an acceptable com- 
promise of it, and the device would effectively serve its purpose. In the relatively 
few instances in which a refusal to compromise can be expected, court action would, 
of course, still be necessary. 

3. The availability of the remedy of civil penalties would enable the Board to 
attack violations speedily and avoid situajions such as have existed in the past 
where offenders have been able to persist in violations during the time required 
to prosecute-a formal proceeding or court action. Of course, the same limitation 
on their effectiveness noted under item No. 2 above with respect to cases in which 
there is a refusal to compromise would also apply here. 

4. The availability of the remedy of civil penalties would afford an adequate 
remedy as a substitute for criminal aetion except in serious cases where willful 
and knowing violations involving the necessary degree of criminal responsibility 
may be established. Moreover, the imposition of civil penalties would, in many 
cases, have a salutary effect comparable to that of criminal penalties without sub- 
jecting the offender to the serious stigma which follows imposition of criminal 
penalties. 

The modifications proposed in existing sections 901 (a) and 902 (a) of the act 
have been drafted primarily for the purpose of making available this additional 
sanction. The changes to section 901 (a), in addition, incorporate amendments 
effected by Reorganization Plans 3 and 4 of 1940, and Reorganization Plan 5 
of 1950. In regard to section 902 (a), only such changes have been made to 
retain the status quo with respect to criminal penalties as are made necessary in 
view of the amendment of section 901 (a). 

The proposed legislation further authorizes the Board to compromise any 
civil penalties so imposed for violations of title IV or the regulations issued 
thereunder. 
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There would seem to be no doubt that the existence of the power in the Board 
to seek civil penalties and to compromise in the economic field much as is now 
done by the Administrator of Civil Aeronautics in the safety field would be a 
substantial aid to the Board’s economic enforcement activities. 

There is attached hereto an analysis of the proposed amendments and a com- 
parison of the proposed amendments with existing law. 





Civin AERONAUTICS Boarp, 
Washington, May 13, 1952. 
Hon. Epwin C. Jonnson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United Staies Senate, Washington, D. C. 

Dear Senator Jounson: With further reference to Mr. Sweeney’s request for 
additional information as to the Board’s position in regard to S. 2213, a bill to 
amend the Civil Aeronautics Act of 1938, as amended, so as to authorize the 
imposition of civil penalties in certain cases, the Board is pleased to submit this 
additional material. 

The purpose of the proposed legislation, which is the same as a draft of bill 
which the Board submitted to the Congress on September 26, 1951, is to provide 
a statutory tool for the more effective enforcement of the provisions of title IV 
of the Civil Aeronautics Act and of the Board’s Economic Orders and Regulations 
issued thereunder and under section 1002 (i) of the act. At the present time 
violations of these provisions are subject to criminal prosecution under section 
902 (a) of the act. his sanction is an effective deterrent in serious cases involving 
knowing and willful violations. With respect to many cases of minor infractions, 
violations of a less serious nature, and actions falling short of knowing and willful 
misconduct, the conventional criminal proceedings are either too drastic, too 
cumbersome, or altogether inappropriate. In the case of these less serious but more 
numerous violations the Board believes that the remedy of.civil penalties would 
furnish an appropriate and effective enforcement tool. 

The modifications proposed by S. 2213 in existing sections 901 (a) and 902 (a) 
of the act are believed to be appropriate for the purpose of making available this 
additional sanction. However, one amendment has been suggested, in which the 
Board concurs, to insure that the remedy of criminal penalty under section 902 (a) 
will not be taken from the Administrator of Civil Aeronautics with respect to such 
regulations as may be promulgated by him under section 1101 of the act. This 
may be accomplished by the insertion on page 2, line 22, of the bill, after the 
words “Civil Aeronautics Board’’, the words ‘‘or the Secretary of Commerce’’. 

There would seem to be no doubt that the existence of the power in the Board 
to seek civil penalties and to compromise in the economic field much as is now done 
by the Administrator of Civil Aeronautics in the safety field would be a substantial 
aid to the Board’s economic enforcement activities. 

The Board recommends enactment of S. 2213, with the amendment referred to 
above. 

Sincerely yours, 
. Donato W. Nyrrop, Chairman. 





CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, October 18, 1951. 
Hon. Epwin C. JouHnson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

My Dear Mr. CHArRMAN: Reference is made to your letter of October 4, 1951, 
acknowledged by telephone October 9, requesting the comments of the General 
Accounting Office concerning 8. 2213, Eighty-second Congress, entitled, ‘‘A bill 
to amend the Civil Aeronautics Act of 1938, as amended, so as to authorize the 
eee of civil penalties in certain cases.” 

Section 1 of the bill proposes to amend section 901 (a) of the Civil Aeronautics 
Act of 1938, as amended, to provide a civil penalty of not to exceed $1,000 for 
each violation of any provision of specified titles and sections of that act or of the 
Air Commerce Act of 1926, as amended, or of any order, rule, or regulation issued 
under such specified titles and sections, or for each violation of any term, condi- 
tion, or limitation of any permit or certificate issued under title IV of the Civil 
Aeronautics Act of 1938, as amended, and provides that such penalty may be 
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compromised by the Secretary of Commerce, the Civil Aeronautics Board, or the 
Postmaster General, respectively. Section 2 proposes to amend section 902 (a) 
of the act to provide that a knowing and willful violation of specified provisions 
of the act or any order, rule, or regulation issued thereunder by the Civil Aero- 
nautics Board, or any term, condition, or limitation of any certificate or permit 
issued under title IV, for which no penalty is otherwise provided therein, shall 
be a misdemeanor subject upon conviction of a first offense to a fine of not more 
than $500, and upon conviction of a subsequent offense to a fine of not more than 
$2,000, and provides that each day of a continuing offense shall constitute a 
separate offense. 

This Office has no information as to the necessity for, or desirability of, the 
proposed legislation and, consequently, has no comments or recommendations to 
make with respect thereto. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


OFFICE OF THE PoOsTMASTER GENERAL, 
Washington 25, D. C., March 6, 1952. 
Hon, Epwin C. JoHNnson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United Staies Senate. 

Dear Mr. CHAIRMAN: Reference is made to your request for a report on S. 
2213, a bill to amend the Civil Aeronautics Act of 1938, as amended, so as to 
authorize the imposition of civil penalties in certain cases. 

This measure would have the effect of extending the application of the $1,000 
civil penalty provided by existing law so as to include the following matters not 
previously covered: 

1. Violations of the provisions of title 1V (Economic Regulation) ; 

2. Violations of any term, condition or limitation of any permit or certificate 
issued under title IV; and 

3. Violations of orders, rules, and regulations issued under title IV, title VII 
(Air Safety) and section 1002 (i) (through air transportation service). 

U nder existing law, the civil penalties do not expressly refer to “‘rules or regula- 
tions’’ except those issued by the Postmaster General. 

This legislation also gives specific authority to the Secretary of Commerce, 
Civil Aeronautics Board, or the Postmaster General to compromise penalties, 
depending on the type of violation. The bill somewhat clarifies the matter 
of compromising penalties by expressly authorizing the Postmaster General to 
compromise penalties for violations of regulations issued by him under the Civil 
Aeronauties Act. This authority is substantially the same as that presently in 
force and effect. 

Section 2, relating to general criminal penalties, is of no direct interest to the 
Post Office Department. 

This Department has no objection to the enactment of this legislation. 

The Bureau of the Budget has advised that there is no objection to the presen- 
tation of this report to your committee. 

Sincerely yours, 
V. C. Burke, 
Acting Postmaster General. 


DEPARTMENT OF JUSTICE, 
OrFiceE oF THE Deputy ATTORNEY GENERAL, 
Washington, March 7, 19652. 
Hon. Epwin C. JoHNSOoN, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 2213) to amend the Civil Aero- 
nautics Act of 1938, as amended, so as to authorize the imposition of civil penalties 
in certain cases. 

The Civil Aeronautics Act of 1938 originally provided in section 901 (49 U.S. C. 
621) that one who violated any provision of titles V (Nationality and Ownership 
of Aircraft), VI (Safety Regulations), or VII (Air Safety Board) thereby became 
subject to a civil penalty for each such violation which might be compromised by 
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the “Authority.”” Under Reorganization Plans 3 and 4, the functions of the 
Administrator of Civil Aeronautics and those of the Civil Aeronautics Board were 
separated and, as subsequently defined by the Director of the Bureau of the 
Budget and approved by the Attorney General, the compromise of civil penalties 
for violation of titles V and VI was assigned to the Administrator and the com- 
promise of such penalties for violations of title VII to the Board. 

Neither the original Civil Aeronautics Act nor the reorganization plans made 
any provision for the use of the civil penalties in connection with violations of 
title [V (Economie Regulations). Seetion 902 (a) of the original act provided that 
any violation of title 1V was a misdemeanor and subject to a fine. There is also 
provision for cease and desist orders and injunctions for violations of title IV. 

The bill would add to section 901 a provision permitting the use of the civil 
penalty provision for violations of titles IV and VII of the act. It may be stated 
that the civil penalty provision of the act has been utilized by the Civil Aeronautics 
Administration in enforcing safety regulations. Under the bill here under 
consideration, the Civil Aeronautics Board would be permitted to utilize this same 
penalty in connection with violations of economie regulations. It would give 
to the Board a flexible remedy to be utilized in respect to minor violations which 
otherwise would be subject to formal proceeding or court action. There would be 
the power to substitute the civil penalty for formal action. The civil penalty 
would provide a punitive action for past offenses which is not now provided by 
injunction or cease and desist orders. 

Whether the bill should be enacted involves a question of policy concerning 
which this Department prefers not to make any recommendation. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
A. Devirt VANECH, 
Deputy Attorney General. 





Tue SECRETARY OF COMMERCE, 
Washington 25, May 9, 1952. 
Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 


Dear SENATOR JOHNSON: In accordance with your request of October 4, 1951, 
vhe Department of Commerce transmits herewith its comments on S. 2213, a bill 
to amend the Civil Aeronautics Act of 1938, as amended, so as to authorize the 
imposition of civil penalties in certain cases. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Tuomas W. 8S. Davis, 
Acting Secretary of Commerce. 
Enclosure. 


REPORT OF THE DEPARTMENT OF COMMERCE ON 8S. 2213 


4 BILL TO AMEND THE CiVIL AERONAUTICS ACT OF 1938, AS AMENDED; SO AS TO 
AUTHORIZE THE IMPOSITION OF CIVIL PENALTIES IN CERTAIN CASES 


This bill would provide an additional sanction, a civil penalty not exceeding 
$1,000, for violations of the economic regulatory provisions (title [IV and sec. 
1002 (i)) of the Civil Aeronauties Act of 1938, and the economic reculations, rules, 
orders, and certificates issued by the Civil Aeronautics Board under these provi- 
sions. ° Authority would be granted to the Civil Aeronautics Board to compromise 
these civil penalties. 

Similar civil penalties are now provided for certain violations of the safety 
provisions of the Civil Aeronautics Act. Authority to compromise these penal- 
ties was originally granted to the Civil Aeronautics Authority. Under Reorgani- 
zation Plans Nos. 3 and 4 of 1940, and 5 of 1950, the function of compromising civil 
penalties arising under titles V and VI of the act was delegated to the Secretary 
of Commerce; authority to compromise civil penalties for violations of title VIT 
of the act was granted to the Civil Aeronautics Board. Besides adding title IV 
and section 1002 (i) to these provisions whose violation gives rise to civil penaltie> 
8S. 2213 would delineate more clearly, and without requiring reference to the 
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reorganization plans, the division of the civil penalty compromise authority 
between the Civil Aeronautics Board and the Secretary of Commerce. 

The Secretary of Commerce has no authority to enforce the economic provisions 
of the act, and consequently has no official interest in the substantive change in 
the law. The clarification of the Secretary of Commerce's authcrity to com- 
promise civil penalties, however, is a desirable feature of this bill. 

The Civil Aeronautics Act of 1938 provides criminal penalties for any knowing 
and willful violation of its provisions ‘‘for which no penalty is otherwise (t) herein 
provided.”’ Since another penalty for economic violations wquld be provided 
under this bill, it contains certain further adjustments in the language of the act 
to preserve existing criminal penalties for knowing and willful economic viola- 
tions. Unfortunately, however, the language employed would create a special 
problem for this Department. Under authority granted by section 1101 of the 
Civil Aeronautics Act, the Secretary has adopted rules and regulations requiring 
notice of the construction of possible hazards to air commerce within and near 
the Federal civil airways. The only sanction provided under the law for violation 
of these rules and regulations is the criminal penalty referred to above. The bill, 
as presently worded, would limit the applicability of the criminal penalty to viola- 
tions of rules and regulations of the Civil Aeronautics Board. This Department’s 
regulations would, thus, be rendered unenforceable. In the event this bill is 
enacted, it is suggested, therefore, that section 2 be amended, so as to correct 
this situation, to read as follows: 

“Suc. 2. That section 902 (a) of the Civil Aeronautics Act of 1938, as amended, 
is amended to read: 

“CRIMINAL PENALTIES 
** “GENERAL 

“« ‘Sec. 902. (a) Any person who knowingly arid willfully violates any provision 
of this Act (except titles V, VI, and VII), or any order, rule, or regulation issued 
by the Civil Aeronautics Board or the Secretary of Commerce under any such 
provision or any term, condition, or limitation of any certificate or permit issued 
under title IV, for which no penalty is otherwise provided in this seetion, shall be 
deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
for the first offense to 2 fine of not more then $500, and for any subsequent offense 
to a fine of not more than $2,000. If such violation is a continuing one, each 
day of such violation shall constitute a separate offense.’ ”’ 

Except as noted above, this bill would have no effect on the authority exercised 
by the Secretary of Commerce. Consequently, if amended in accordance with 
the above suggestion, this Department has no objection to its enactment. 
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